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PENSIONS TN FRANCE

PART 1: GENERAL SUMMARY

1. France has had a national pension system since 1910, The present
gsystem is based upon the Soclal Security Act of 1930, and particularly upon
the 1945 amendments, The system covers employees in industry, commerce,
finance, agriculture, and domestic service, but excludes employses in the
field of Govermment administration and a number of specific industries for
which separate plans exist. The normal retirement age is 65 for both sexes.
Annual earnings, currently included, are limited to Frs 456,000; about $1,300
at the standard rate of exchange, The pension credit is 1-1/3% per year of
service, with a maximum of 40% at age 65; increased for subsequent employment.
The maximum annual pension is now Frs. 182,400, and the minimum for a worker,
depending on the place of residence ranges from Frs. 56,400 to 63,200, Em-
ployees contribute 6% and employers 10% of earnings.

2. Pensions are paid as a matter of right. There is no means teat except
as to some "0ld Workers Allowances", payable outside of the Social Security
System,

3. Amplifying the national pension system is a compulsory supsrvisors pen-
slon plan, privately administered through a series of funds and on a disburse-
ment (unfunded) basis. This applies to earnings between Frs. 456,000 and
1,824,000, Accrual of pension credits in this zone at present is about 1.2%
per year of gervice,

be Invalidity pensions and pensions to widows are part of the Social
Securlity System. The same is true of the plan for supervisors, under which
pensions are also provided for full orphans.

5. Private pension plans of a formal announced type are reported to bs
commonly provided by large employers, and also by many who are small in size.
The rapid change in the value of the Franc has encouraged private pension plans
which provide total pensions related to final earnings.

6. The conditions described herein are as of September 1, 1953.

PART 2;: FMPLOYEE DATA

CLASSES OF FMPLOYEES

T The Socilal Security laws do not differentiate among classes of em-
ployees, but the Convention Collective Nationale, establishing a supplementary
pension plan for supervisory personnel, specifies which types of employees be-
long in this division. Furthermore, employer practices and union agreements
result in three classes of personnel being generally recognized, namely:

(a) Workers, paid on an hourly basis.

(b)  Employees, up to and including foremen, receiving salaries.

{¢) Supervisors, above foremen, recelving salaries.
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AVERAGE FARNINGS

8. Ag of June, 1953, the approximate average annual earnings, made evail=-
able to us, of employees in certain industrial companies were:

Workers Employees Supervisors

Average of 20 large
industries Frs. 470,000 Frs. 580,000 Fra. 1,450,000
Company A 470,000 625,000 1,450,000
Company B 400,000 555,000 1,585,000
Company C :

Male 560,000 580,000 1,450,000

Female 410,000 _460,000 920,000

Average 490,000 530,000 1,400,000
9. The above averages do not include bonuses which are commonly paid in

June and again in November or December, averaging in the aggregate about one
month's additional pay.

10, We were advised that, upon the official exchange bhasis of Frs, 350 per
U.8. dollar, wages in the United States on an average were about 2.5 times as
high as those in France. The buying power in France, however, is reported te
be perhaps 20% higher than the official exchange rate might indicate.

11. Compensation to all types of personnel has risen sharply in the posi-
war years, and further general increases are more than likely. See paragraph
31,

12. These earnings figures are of interest from a pension standpoint, be-~
cause the Social Security pension applies, currently, only to the first

Frs. 456,000 of annual earnings, and the supervisors plan to the next

Frs. 1,368,000. It is not customary to include earnings of workers and em-
ployees over Frs. 456,000 in the supervisors plan, although it 1s permissible
to do so. It is possible from the tabulation of earnings in paragraph 8 to
get an idea of how much of the earnings fall in the zones to which the super-
visors plan and supplementary private pension plans apply. It should be noted
that many supervisors (a term which includes even the highest executives) earn
far in excess of the maximum covered by that plan, and that in this higher zone
sdditional benefits are customarily provided.

UNIONIZATION

13. Workers and employees are largely unionized, the principal union being
the C.G.T., the CIO of Prance.

4. Supervisors are mostly members of unions operating in their fields.

15. Company sponsored unions are legal, but relatively few exist. There
is no e¢losed shop.
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16. Enployers assoclatlons neg¢tiate with unions on an industry-wide basis.
17, Private supplementary pension plans have for some time besn subject to

union negotiation,

18, Four unions (C¢.G.T., C.F.T.C., C.G.C., and C.G,T-F.0) are a party to
the Convention Collective Nationale which underlies the Supervisors Pension
and Insurance Plan, C.G.C. is a supervisors union; the other three cover all
classes of employees.

PART 3; SOCIAL SECURITY PENSION SYSTEM

19, France established its first pension system in 1910. Social Security
legislation, which treated pensions on a different basis, dates from 1930, 1In
1941, "0ld Workers Allowances" were introduced. The present system operates
primarily under the law of October, 1945. The system covers employees in in-
dustry, commerce, finance, agriculture, and domestic service, bui excludes em-—
ployees in the fields of banking, electricity, gas, mining, railroading, and
Govermment administration, for all of whom special plans exlst,

20. The Social Security pension now applies only to the first Frs. 456,000
of annual earnings. Over the years, this figure has been raised to bring it into
line with current conditions. See paragraph 31. Out of a French European em-—
ployed population of about 25,000,000, somewhat less than 12,000,000 employed
persons are now included under this system., Self-employed persons may be in-
cluded under certain conditions. Reciprocal agreements exist with the majority
of European countries under which citizens living away from home receive soecial
insurance protection.

21, Invalidity pensions and pensions for widows are part of the Social
Security System. Pensions are not provided for orphens. Pensions are granted
as a matter of right; there is no means test.

MINIMUM SERVICE REQUIREMENTS

22. In order to receive a pension for age, the employee must have contri-
buted at least 15 years; for invalidity there is no minimum contributory
period.

23. For certain persons who do not qualify for the Social Security pension,
a so-called "0ld Workers Allowance" is available, involving a means test.

24 In order for a widow to receive a pension, the employee must have re-
tired or, i1f he dies in service, must have had at least 15 years of taxable
employment,

RETIREMENT AGES
25, The normal retirement age for both sexes is 65. An employee may retire

with a reduced pension at age 60. The longer the employee works, the higher
his pension, if it is deferred until he retires.
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26, In event of invalidity (disability), there is no minimum age limit.
CONTRIBUTIONS
27. The required contributions are 6% by employees between the ages of 15

and 65 (2% thereafter) and 10% by employers, of earnings not in excess of
Frs. 456,000, Earnings include overtime and any bonus which the employer is
in the habit of paying.

28. Of the total contributions, 9% 1s credited to age and service pensions,
and 7% to other Social Security benefits, including invalidity pensions.

PENSIONS FOR EMPLOYEES

29. The maximum pension is based on 30 years of contributory service, and
will not be available until 1960, when 30 years will have elapsed since the be-
ginning of Social Security. The rate is 1-1/3% per year, so that the eventual
maximum pension will be 40%. A special rule now in effect gives the employee
his credits since 1930, plus one-half of the credits to 1960; in other words,
in 1953, 23 years plus 3.5 years or 26,5 years at 1-1/3% each, or 35.33%.

30. The 1945 law stipulated that the pension be based on the average earn-
ings of the last 10 years, Nevertheless, because of inflation in recent years,
the procedure is as follows:

(a) If in each of the last 10 years the employee's earnings have reached
or exceeded the earnings maximum then in effect, his pension will be
based upon his final year's earnings.

(b) If in some or all of the last 10 years, his earnings have fallen
short of the meximum, a proportionate adjustment is made for such
year, or years, but against his final yeéar.

3l. - How rapidly the conditlions have changed is shown by the following
table:
Effective Period | Maximum Farnings Included
From 1-1-47 to 9=30-47 Frs. 150,000
10-1-47 to 2-28-48 204,000
3-1-48 to 2-28-49 228,000
3-1-49 to 12-31-50 264,000
1-1-51 to 9-30-51 324,000
10-1-51 to 3=31-52 408,000
4=1-52 to date 456,000
32, Farly Retirement is permitted at age 60 after 15 years of contribu-

tion. The pension then avallable for life is 50% of that available if then
age 65; in other words, currently 17.67% (half of 35.33%); eventually 20%.
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33. Deferred Retirement 1s permissible without limit as to working age.
The credit over age 60, beginning with 1960, will reach a maximum of 4% per
year, resuliing in a 40% pension at age 65, 604 at 70, ete., provided, how-
aver, that the maximum shall be 40% of Frs. 456,000, or Frs. 182,400, The

employee may elect to draw his pension from age 65 and to continue working,
without, however, any further pension credits.

34 Tavalidity which is presumably permanent, and incapacitates the em~
ployee at least two-thirds of the normal earning capacity for his category in

increased by Frs. 120,000 per year.

ALLOWANCE FOR CHILDREN

35. An allowance for children is granted the pensioner, to the extent of
10% of his pension base, if he has raised 3 or more children to the age of 16.

PENSIONS FOR BENEFICTARIES

36. Death Payment is 90 times the dally basic earnings, not in excess of
Frs. 114,000, and is payable in addition to any pension to beneficiaries.

gion is payable to the spouse equal to 50% of the formerly employed person's
pension, or 50% of credits to date of death if the employee dies in service.

38, If hoth spouses worked, each is entitled to a direct pension.

39. 50% of any extra allowance being received by the pensioner for having
raised 3 or more children to age 16, or to which he was prospectively entitled,
ig also payable to a surviving spouse.

40, Orphans are not covered by the Social Security pension system.
MINIMUM PENSIONS

Ll The minimum pensions payable for age or invalidity are the same as the
0ld Workers Allowances.

424 A survivor pension 1s subject to a minimum of 504 of these allowances.
OLD WORKERS ALLOWANCES
43. If an employee cannot qualify for a Social Security pension because of
jegs than 15 years of contributions, or if he has been employed 25 years in a

field to which Social Security did not extend, he may from age 65 receive an
annual Government allowance as follows:

Approved For Relea

his region, entitles him to a pension of 40% of his final earnlngs, irrespesctive
of age or length of the contributory period. If he ie able to do some work, he
receives 30%. If he is so disabled that he requires conbinuous cars, the 0% is

37 Spouse. From age 65 in any event, or earlier if unable to work, a pen-
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Places Over Places Under

Paris Area 2,000 Population 5,000 Popuiation
Worker Frs. 63,200 Fra. 59,800 Fra. 56,400
Spouse, under age 65 5,000 5,000 5, GO0
Spouse, age 65 or older 29,900 29,900 29,900

Additional if 3 children
ralsed to age 16 5,980 5,980 5,640

provided the income for the worker does not excees Frs. 180,000 per year;
for a couple Frs. 232,000. If the income is larger, the allowances are pro-
portionately reduced.

ADDITTONAL BENEFITS

bdie The Social Security law provides, in addition to pensions, hens-
fits for sickness, medical and surgical care, hospitalization, maternity
care, death, and for furthering community health.

PART 4: SUPERVISORS PENSION AND INSURANCE PLAN
Retraites de Cadres

DESCRIPTION OF PLAN

45, The plan for supervisors is based upon a Convention Colleative
Nationale, dated March 14, 1947, between the French National Empleyers Associa-
tion and four unions, three general, to which all classes of employees may
belong, and one limited to supervisory employess. The system has Govermment
approval, but is privately operated.

46. The plan operates in an earnings gzone three times that applicable
to Social Security, i.e., currently between Frs, 456,000 and 1,824,000,

47. Employers are permitted to operate their own Funds (Caisse) or to
Join with other employers in the same industry or to join a general Fund., At
present there are 48 Funds, all under the direction of the General Association
of Supervisor Pension Organizations (Association Gensrale des Institutions de
Retraites des Cadres, commonly ealled A,G.I.R.C.).

48. There are separate pension plans for persons employed in banking,
electricity, gas, mining, railroading, and Government administration. A1l
other supervisory employees, covered by the Convention Collective, must helong
to one of the A.G.I.R.C. Funds. Who is covered is set forth in this agreement.
Generally speaking, any one in a professional or administrative position ahowe
the rank of foreman is eligible. It is permissible for other employess who
earn more than the Social Security maximum to be ineluded in the Supervisors
Plan, but this is seldom done, partly because the Soclal Security maximum has
been raised frequently and borderline cases offer administrative difficulties,
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FUNCTIONS OF A.G.1,R.C,

49. The prinsipal funetions of this organlzation, stipulated in the
Convention Collective Nationale, are:

(a) To see that all Funds provide equal benefits for the contributions
received.

(b) To audit the Funds.,
(e) To provide actuarial advice and supervision.

(4) To establish each year the "refersnce salary" used to deternine
pointg eredited for each year of service.

(e) To esiablish each year the "retirement point value®, used to fix
the amoant of pension payable in each year to all persons retiring
or previously retired.
50. The A.G.T.R.C. has no financial responsibilities. Eacn Fund ls in-
dependent. Currently, the practice is to operate on a disbursemext nesis, with
a moderate surplus.

SOME STATISTICS

51, From the excellent annual reports of A.G.I.R.C. the following con-
solidated figures have been selected;

At The End Of 1952

(a) Number of employers in the Funds 57,500
(b) Number of active employees in the Funds

(average age 46.33) 369,100
{c) Numher of pensioned employees

(average age 69.8) 38,950
(a) Number of pensioned widows (average age 67) 30,975
(&) Wumber of pensioned full orphans 131
(£) Total number of pensioned persons 69,156
(g) Number of pension points of all annuitants 1,140,000,000
(h) Reserve at end of year Frs. 24,993,000,000

During 1952
(i) Net receipts during year

(78% of theoretical) Frs. 18,957,000,000

(1 Disbursements 16,235,000,000
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CONTRIBUTIONS
52 The original provisions called for contributions in each year of

2% by empluyees and 6% by employers of all earnings in the effective zone,
currently between Frs. 456,000 and 1,824,000. 1In 1952, it was decided %o
operate the Funds upon a disbursement basis, with only a moderate surplus,

and as a result the collections in 1952 were 78%, and in 1953 are to be 80%,

of these stipulated percentages. The words "theoretical® and "real" have there-
fore been applied to contributions.

53. Credits for point caletilation purposes are upon the theoretical
basis, even if actual contributions are less.

54, Credits also are given annually for additional contributions by
employees and employers for pension purposes. Under the regulations, each
may pay equal amounts up to 4%, making the maximum 6% by employess and 10%
by employers.

55. Many groups of employees and employers are paying this meximum, the
overall average in the Funds now being about 12% for pensions. Additional
payments, up to 16% in all, may also be, and in many cases are, made for other
forms of benefits; for example, to extend benefits of the Social Security system
beyond Frs. 456,000, to provide for invalidity before age 60 under the Super-
visors Plan, and to increase death benefits.

56, Under the Convention Collective Nationale, employers are called upon
to pay 1l.5% additional on earnings in the first Frs. 456,000 zone in order to
provide life insurance for that amount, Outside of this agreement, employers
frequently pay for additional 1ife insurance covering one year's salary.

MINIMUM SERVICE REQUIREMENTS

57. In order to recelve any form of pension, the supervisory employee
must have had at least 10 years of service with one or more employers operat-
ing under the Convention Collective Natlonale, not necessarily all in a super-
vigsory capasity. This minimum service may all have antedated the establishment
of the Convention in 1947.

RETIREMENT AGES

58. Normal retirement age for both sexes is 65. To employees retiring
at this age, pensions are payable in the amounts shown below.

59. Early retirement, except for invalidity, is permissible at age 55,
based on points to date of retirement, less an actuarial discount.

60. Invalidity pensions are payable after age 60, without actuarial dis-
count.

6l. Deferred retirement operates to add 5% for each year of service be-

tween ages 65 and 70 to the basic pension avaeilable at 65, In other words, the
maximum pension for an employee who works to age 70 or later, and then draws

= - 00310002-1
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his pension, is 125% of the age 65 rate.

62, Discontinuing Employment. Theoretically, it ie expected thati an
employee will withdraw from gainful employment before a pension is paid %o
him., Practically, pensions are paid if the employee continmes to work for
his last employer on a reduced activity basis, or if afier a year he takes
over employment.

PENSIONS FOR EMPLOYEES

63. Bagis of Calculation.,. The amount of pension payable to an employee
whether for normal, early, deferred, or invalidity retirement, is calculated
upon a rather unusual basis, designed to keep all penslons in force upon a
basis attuned to the cost of living. For each calendar year;, A.G.I.R.C. makes
a set of calculatlons, as follows:

(a) The first step is to establish the "differentisl salary", which is
the average salary of the members of all the Funds, in excess of the
Social Security zone. This differential salary started in 1948 at
Frs. 296,500 and in 1952 was Frs, 626,797.

(b) The second step is to multiply this salary by 8%, the theoretical
minimum contribution. For 1952, the result waa Frs. 50,144,

(c) The third step is to select a figure which will give the average
employee about the same number of points for each year, the so-called
"reference salary%. TFor 1948, this figures was 37; for 1952 and
currently it is 76,

(a) The 1952 average contributions of Frs. 50,144 divided by the reference
salary of 76 gives 660 points to the average employee. It has been
the intention to keep this figure close to 650.

(e) Finally, the "retirement point value" is determined for each year by
dividing the total contributions during the year by the total of the
sccumulated points of all annuitants (including widows and orphans)
at the end of the year. In 1947 the figure was 4, gradually increas-
ing until for 1952 and currently it is 12.5.

6. Past Service. Credit for service prior to April, 1947 was based on
appropriate reference salaries for one or more years in which an employee who
Joined the Supervisors Plan had served in a supervisory capacity. Of course,
for these prior years no contributions had been made, nor were any later re-

quired. The benefits were paid out of subsequent Fand income.

65. Maximum Service credited. Pensions are based on actual service in
the supervisory class, not in excess of 30 years. War service is credited over
and beyond this total.

66. Actual Points Determine Pengion. While the unit figures are based on
averages, each employee is credited for each year on the contributions actually
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made for him (which may exceed 8%), divided by the reference selary. When
he retires, the total of his accumulated points are multiplied by the re-
tirement point value, and that determines his annual pension. TFor example:

(a) An employee retires at age 65.
(b) His total retirement points are 29,500.

(c) His pension, currently, would be 29,500 x 12.5, or Frs. 368,750
per year.

67. Adjustment In Amount Of Pension. In any year thereafter in which
the retirement point value is more or less than 12,5, his pension will be
correspondingly increased or decreased. All pensions in force at any time
are subject to such annual adjustment,

68. Relation Of Efns;on To Earnings. We were advised that currently
the annual pension credited averages about 1.2% of earnings. In other words,
between Frs, 456,000 and 1,824,000, the future service crédit is about 1.2%
per year,

69, Tt is interesting to note that the pension points are related to
average earnings and the retirement point value to finel earnings, giving a
result somewhere between an average pay and a final pay plan.

ALLOWANCE FOR CHILDREN

70. Any pension granted a retired employee, or to a widow or widower, is
increased where the employee has had 3 or more children. In the case of parents,
there is no requirement as to a minimum age reached by each child. If, however,
another person has raised the children each must have attained age 16, and that
person must have had each child in charge at least 9 years before age 16,

71. The allowance is 10% of the pension otherwise payable for 3 children;
15% for 4; 20% for 5; 25% for 6; and 30% for 7 or more,

PENSIONS FOR BENEFICIARIES

T2 Pensions are payable, under certain conditions, to widows and widowers
and to full orphans. In each case, the pension is based on that which the em-
ployee was receiving at the time of death, or upon the credits to date of death
(not discounted for years earlier than 653 if the employese died in service.

73. Widows after age 50, or earlier so long as they have the care of at
least 2 children under age 21, receive 60%.

Tk Widowers if invalided, or if they<§ave the care of at least 2 child-
ren under age 21, also receive 60%.

75, Full orphens receive 20% each up to age 21, If both parents were re-
cipients of or entitled to eventual pensions, the higher of the two pensions is
uged as the basis for payments to full orphans.

25
"'-1Np‘"3I1e‘Lf32LJgfuf51iIiiiiii'ii'i'IIIi'iIiiiiiiiIii'iii'iii'liiliii'lilir ‘!



Approved For Release 1999/09/10 : CIA-RDP83-00423R001300310002-1

Pensions In France - 11 = December, 1953

PART 55 FAMILY ALLOWANGES

76. Irrespective of classification, earnings, or need, a special law
provides for PFamily Allowances. They are important because they add greatly
to the earnings of lower naid persons whe have families of some size, These
allowances do not, however, enter into the calculation of the Social Security
pension.

77. ' Employers pay a special tax to cover these allowances; now 16.75%
of payroll, not in excess of Frs. 456,000 per employee.

78, The present monthly allowances in the Paris area are as follows:
Number Of Addition If

Dependsnt Bagic Increase In Only One Parent Total
Children ~ Allowance Allowance Earns A Salary Per Month

1. child under :
5 years of age Frs. 3,450 Frs., 3,450

1 child between
5 and 10 years

of age, or couple
married 2 years,

without a child 1,725 1,725
2 children Frs. 34450 TFrs. 935 6,900 11,285
3 children 8,625 2,375 8,625 19,625
4 children 13,800 3,815 8,625 26,240
5 children 18,975 5,255 8,625 32,855
Per additional child . 5,175 1,440 6,615
79. A child is covered to age 16 if not working; to age 17 if apprenticed;

and to age 20 if in school or incapacitated.

80. The importance of the Family Allowance becomes clear when compared to
the average hourly industrial worker's income of around Frs. 40,000 per month.
See paragraph 8. In 1951 and 1952, tax receipts for Family Allowances were

only a trifle in excess of disbursements.

PART 6: TOTAL EMPLOYER CONTRIBUTIONS

8l. While there may be some additicnal taxes paid by employers toward
the social insurance protection of their employees, the following are believed
to be the principal ones:
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Based On Annual

HPurpoge.Of Tax Rate Remuneration Of

National Pension System 6% First Frs. 456,000

Other Social Security Benefits 4% First Frs, 456,000

Supervisors Pension Plans 6% Between Frs. 456,000 and
1,824,000

Supervisors Insurance Plans 1.5% Generally to Frs, 1,824,000

Family Allowances 16.75% First Frs. 456,000

To relieve employees of (flat)

Income Tax No, 1 5.0% Entire payroll

82, Bonuses which are usually paid in June, and again near the year end,

which average in the aggregate about one month's earnings, are timed for vaca-
tion and Christmas purposes and are a form of social benefit in addition to
the above list,

PART 7: PRIVATE PENSION PLANS

NUMBER OF PLANS

83. It was the consensus of opinion, among the persons consulted, that
private supplementary pension plans are general among large employers in France,
and frequently also are found among smaller organizations. There appear to be
no official statistics which enable one tc quote figures with any reasonable
certainty, but we were advised that there are perhaps 7,000 to 8,000 insured
private pension plans covering various classes of employees, and about 500 on
the whole larger uninsured plans. These plans, if funded, have the funds
segregated from the employer's assets. One million employees was the estimate
for those covered by all these plans. In addition, there are many insured plans
for relatively small groups of supervisors.

TYPES OF PLANS
There seem to be two principal types of private pension plans, namely:
8. Speeific Additional Bemefits. Such plans, very much as in the United

States, give stipulated additional benefits per year of service in each of the
three earnings zones, For examples

(1) In first Frs. 456,000 1.0%
(2) In next Frs. 1,368,000 1.0
(3) Over Frs. 1,824,000 2.0
85. . These plans also provide past service, and may call for employse cone

tributions. Where the normal retirement age of women is 60, the benefit rate

25X . 300310002-1
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for them may be increased to produce an adequate pension, because the Social
Security pension normally begins at age 65. Such plans lend themselves readily
to insurance or trusteeship.

86, Over-all End Result. Such plans stipulate that when the employee
attains normal retirement age, his over-all retirement income, including

Social Security and supervisors pensions, shall be a percentage of his (usually)
final pay, related to years of service, 60% for 40 years of serviece is perhaps
a representative figure; lesser service at lower rates, but not necessarily
proportional to years.

87. This type of plan is likely to be handled on a disbursement basis,
because, with changing earnings levels, it is impossible to forscast the cost
accurately,

a8, We were told in two cases by large companies with long experience
that the cost of plans of this liberality was now about 2% of payroll and that
their cost was not expected to exceed 5%, at least for some yearsto come.

89. Combination FPlans. The change in earnings has been so great singe
older specific additional benefit plans were established, that in some cases
the employer has added a supplementary benefit toc achieve a reasonable relation
to final earnings. It seems logical for any new private plan to use the over-
all end result supplementary form, so long as the financial situation in France
does not geem to have stabilized,

90, Plan Provigions. Plans examined indicate that they invelve the
usual provisions for early and deferred retirement, and that it is customary
to provide invalidity pensions and pensions for widows and orphans. Further-
more, it is customary to provide group life insurance with pension plans, one
year's pay belng a common figure.

PART 8: . TAX STATUS OF CORPORATIONS AND INDIVIDUALS

CORPORATION INCOME TAXES

91, Corporations are permitted to deduct as operating expense all payments
toward Social Security, supervisor plans, and private pension plans.

92, The present corporation tax rate is 34% of net profit, irrespective
of the size of the corporation.

INDIVIDUAL INCOME TAXES

93. Insofar as income tax is concerned, employees are permitted to
deduct taxes and contributions toward the Social Security System, supervisor
plans, and private pension plans.

9. Flat Tax (Taxe Proportionnelle). A former direct tax, since 1949
has been replaced with the following arrangements

() Employers pay a 5% tax on the entire active payroll, and employees pay

no flat tax. This smployment tax is also deductible as opereting
expense. ‘
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(b) Pensioned employees may be on one of two bases:

(1) If pensioned by a supervisor fund or certain private funds or
mutual associations, Government authorized and operating upon
s disbursement (unfunded) basis, the pensioning organization
pays a tax of 3% of the entire pension roll, and the retired
employee 1s reliesved of the flat tax.

(2) 1If pensioned by an insurance company or other organizstion
unauthorized to pay the 3% tax, it is payable by the wmployee,
but deductible for purposes of the graded tax.

96, Greded Tax (Surtaxe Progressive). This tax is payable every year by

all taxpayers on every form of income, including any form of pension or retirement

income. The tax rates and amounts payable, by zZones, ares

Percent Of
Total Income

Annual Income Rate Amount, (Top_Of Zone)
From Frs. 0 to Frs. 180,000 0% Frs, 0 0%
180,000 to 350,000 10 17,000 4.8
350,000 to 600,000 15 37,500 9.1
600,000 to . 900,000 20 60,000 12,7
900,000 +o 1,500,000 30 180, 000 19.6
1,500,000 to 3,000,000 40 600,000 29.8
3,000,000 to 6,000,000  50% 1,500,000 39.9
Over 6,000,000 60#

¥Where the Family Coefficient is 1, these two rates are increased
to 55% and 70% respectively.

97. Family Coefficient. In order to determine the amount of income sub-~
ject to tax, the total income (less contributions to Social Security and super—
visors and private pension plans) is divided by a coefficient, based on the
degree of family responsibility:

Coefficient
(a) Bachelor, widow or widower, or divorced;
no dependent children 1
(b) Bachelor, widow or widowed, or divorced;
1 dependent child o2
(¢) Married; no dependent children 2
(d) Married; 1 dependent child 2.5

AN ]

(e) Married; 2 dependent children

etec., the additional credit per dependent child being 045.

25X1

0310002-1
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98. A dependent child is one under the age of 21 (in some cases 25)
who has no separate income,

9%, The following example assumes a merried man, with three minor
children. His coefficient therefore i1s 3.5, If his taxable income is
Frs, 1,750,000, his tax base is Frse 500,000, His tax from the foregoing
table:

Frs. C to Frs. 180,000 Frs. 0
180,000 to 350,000 17,000
350,000 to 500,000 22,500

39,500

Multiplied by his coefficient of 35

Producifg a tax of 138,250

or, as & percent of Frs, 1,750,000 7.9%




